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Financial instruments, especially derivative instruments have developed rapidly
in the past years. The advancement of financial instruments has brought in much
benefit to the market, however huge risks as well. How to measure financial
instrument in an effective way has become a big challenge for accounting profession.
The recent financial crisis has led to a severe debate about the pros and cons of
fair-value. Owing to the crisis, the market's liquidity was diminished. Whether the fair
value can effectively measure financial instrument has become the focus of the
discussion. Therefore, this article made a further study on fair value.
Firstly, the paper reviews the latest debate on fair value. Experts argue that fair
value enhances volatility in the market and generates pro-cyclical effect. It is believed
that fair value has contributed to the financial crisis to a great extent and exacerbated
its frustration for financial institutions in the U.S., even around the world. On the
other hand, proponents of FVA argue that fair value appropriately reflect the economic
condition. They think the fair value can prevent crisis from deteriorating and it is
considered the most relevant method when measuring the financial instrument.
Secondly, the paper discusses the theory of fair value, which includes the
definition of fair value, the nature of fair value, and the fair value measurement.
Moreover, the paper reviews the application of fair value in the financial instruments.
Then, an analysis is made about the impact of fair value on the crisis. The fair
value increased volatility in the market and generated pro-cyclical effect. Many
factors promote the volatility and pro-cyclical effect together. Although the fair value
has some drawbacks, the trend of measuring the financial instruments is fair value.
Further, the crisis has manifested the limitations of the fair value standards so far.
As result of what has been illustrated above, the paper well addressed the latest
development of application of fair value in financial instruments.
Finally, the paper investigates the situation of fair value measuring financial














from 2007 to 2009. Ultimately, a conclusion is drawn on the implication of crisis on
how to apply fair value to financial instruments measurement in the future.
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20世纪 90年代中后期到 21 世纪初的亚洲金融危机以及经济泡沫的破裂，使得
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